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INTERNAL REVENUE REGULATIONS NO. 37, OCTOBER, 1916. 



LAW AND REGULATIONS RELATING TO THE ESTATE 

TAX. 




THE LAW. 

TTTUB n, ACT OF SEPTEMBEB 8, 1916. 

Sec. 200. That when used in this title— 

The term "person" includes partnerships, corporations, and associations; 

The term " United States " means only the States, the Territories of Alaska 
and Hawaii, and the District of Columbia ; 

The term " executor " means the executor or administrator of the decedent, 
or, If there is no executor or administrator, any person who takes possession of 
any property of the decedent ; and 

The term " collector " means the collector of Internal revenue of the district 
in which was the domicile of the decedent at the time of his death, or, If there 
was no such domicile In the United States, then the collector of the district In*^ 
which is situated the part of the gross estate of the decedent in the United , 
States, or, if such part of the gross estate is situated in more than one district, 
then the collector of Internal revenue at Baltimore, Maryland. 

Sec. 201. That a tax (hereinafter in this title referred to as the tax), equal 
to the following i)ercentages of the value of the net estate to be determined as 
provided in section two hundred and three, is hereby Imposed upon the transfer 
of the net estate of every decedent dying vafter the passage of this act, whether T^sJt^ 
a resld^t or nonresident of the United States : , A 



^^ / Qfie^i^r centum of the amount of such net estate not In excess of $50,000; t^y J^ 

y^l J Two per centum of the amount by which such net estate exceeds $50,000 _^ 

and does not exceed $150,000 ; ^ft£yf 

//^Three per centum of the amount by which such net estate exceeds $150,000 

and does not exceed $250.000 ; 

4 Pottr per centum of the amount by which such net estate exceeds $250,000 

and does not exceed $450,000 ; 

yVpive per centum of the amount by which such net estate exceeds $450,000 
/ and does not exceed $1,000,000 ; 

< ^ Six per centum of the amount by which such net estate exceeds $1,000,000 
jj^^J and does not exceed $2,000,000 ; 
^^^ iCmeYea. per centum of the amount by which such net estate exceeds $2,000,000 

and does not exceed $3,000,000 ; 

I >^ Bight per centum of the amount by which such net estate exceeds $3,000,000 

ai;id does not exceed $4,000,000 ; 

l^'oNiue per centum of the amount by which such net estate exceeds ^,000,000 
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— ^*' Sec. 202. That the value of the gross estate of the decedent shall be deter- 

^|r>*A*^^ mined by including the value at the time of his death of all property, real or 
X ^j personal, tangible or intangible, wherever situated: 

c^ fli-*'^^ (a) To the extent of the interest therein of the decedent at the time of his 
/ ' -^ death which after his death is subject to the payment of the charges against 
va^^^ his estate and the exi)enses of its administration and i s subject to distribution 
as part of his estate. 

(b) To the extent of any interest therein of which the decedent has at any 

^^ time made a transfer, or with respect to which he has created a trust, in 

^^^^ \ contemplation of or intended to take effect in possession or enjoyment at or 

^Jf^ after his death, except in case of a bona fide sale for a fair consideration in 

'^^^^jrjjj/^ money or money's worth. Any transfer of a material part of his property in 

pu!^^^^j the nature of a final disposition or distribution thereof, made by the decedent 

CjUI^^^' within two years prior to hi s death without such a consideration, shall, unless 

g^jCkf^ ** shown to the contrary, be deemed to have been made in contemplation of death 

^^ •/ within the meaning of this title ; and 

H^^\i\ (c) To the extent of the interest therein held jointly or as tenants in the 

'Jg/f^ entirety by the d^cedent and any other person, or deposited In 1t)anks or other 

^^^^'^"^ institutions in their joint names and payable to either or the survivor, except 

such part thereof as may be shown to have originally belonged to such other 

I)erson and never to have belonged to the decedent. 

For the purpose of this title stock in a domestic corporation owned and held 

by a nonresident decedent shall be deemed property within the United States, 

'^jrtSiid any property of which the decedent has made a transfer or with respect 

J^^ to which he has created a trust, within the meaning of subdivision (b) of 

'I/ir**^^ this section, shall be deemed to be situated In the United States, If so situated 

# tf^ either at the time of the transfer or the creation of the trust, or at the time of 

fjf j^A^ the decedent's death. 

\pr Sec. 203. That for the purpose of the tax the value of the net estate shall 

be determined — 

(a) In the case of a resident, by deducting from the value of the gross 
jj^ estate — 

\ \ft^ (1) Such amounts for funeral expenses, administration expenses, claims 
\^l I against the estate, unpaid mortgages, losses incurred during the settlement of 
ji^\J^ the estate arising from fires, storms, shipwreck, or other casualty, and from 
C/^. Jyj?^ theft, when such losses are not compensated for by Insurance or otherwise, 
support during the settlement of the estate of those dependent upon the dece- 
dent, and such other charges against the estate, as are allowed by the laws of the 
jurisdiction, whether within or without the United States, under which the 
estate is being administered ; and 
( 2) An exemption of $50.000: 

(b) In the case of a nonresident, by deducting from the value of that part 
A of his gross estate which at the time of his death Is situated In the United 

^^^P^ States that proportion of the deductions specified In paragraph (1) of subdi- 



^ 



^.ll>^ to 



islon (a) of this section which the value of such part bears to the value of 
lis entire gross estate, wherever situated. But no deduction shall be allowed 
the case of a nonresident unless the executor Includes In the return required 
j^, w be filed under section two hundred and five the value at the time of his 

ffr ^ death of that part of the gross estate of the nonresident not situated in the 

^y^^ United States. 
^^ Sec. 204. That the tax shall be due one year after the decedent's death. If 

'^ (V^^ *^® *^^ ^^ paid before It Is due, a discount at the rate of five per centum per 
mM'^^*''^^^ annum, calculated from the time payment is made to the date when the tax 
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Is due, shall be deducted. If the tax is not paid within ninety days after it /^yj^^*^^ 
is due, interest at the rate of ten per centum per annum from the time of the ' ' '*'• 
decedent's death shall be added as part of the tax, unless bec«iis^ nf piaima 
against the estate, necessary litigation, or other unavoidable delay the col- 
lector finds that the tax can not be determined, in which case the interest 
shall be at the rate of six per centum per annum from the time of the dece - 
dent's death until the cause of such delay is removed, and thereafter at the 
rate of ten per centum per annum. Litigation to defeat the payment of the 
tax shall not be deemed necessary litigation. ^ ^ — 

Sec. 205. That the executor, within thirty days a fter qualifying as such, or ^♦^•^^ 
after coming into possession of any property of the decedent, whichever event /»*^*^^^>^ 
first occurs , shall give written notice tnereof to the collector. The executor, >^c#iSi^ "S- 
shall also, at such times and in such manner as may be required by the rogu- C^tf- ^««3K 
lations made under this title, file with the collector a return under oath in J^^^^^m^ 
duplicate, setting forth (a) the value of the gross estate of the decedent at '^*_!2^ 
the time of his death, or, in case of a nonresident, of that part of his gross ^ i^^,jj " 
estate situated in the United States; (b) the deductions allowed under section ^^ jt 

two hundred and three; (c) the value of the net estate of the decedent as M^^jj^^^^ 
defined in section two hundred and three; and (d) the tax paid or payable Cl «/&U« 
thereon ; or such part of such informaion as may at the time be ascertainable irtfttj^ 
and such supplemental data as may be necessary to establish the correct tax. ^ ^T^^ 

. Return shall be made in all cases of estate subject to the tax or where the w'^^^'^^^l 
gross estate ut the death of the decedent exceeds $60,000, and in the case of ttie ' ' 
estate of every nonresident any part of whose sfross estntp la «itiif^tt=>i^ i]^ tlie_ 
United States. If the executor is unable to make a complete return as to any 
part of the gross estate of the decedent, he shall include in his return a descrip- 
tion of. such part and the name of every person holding a legal or beneficial 
interest therein, and upon notice from the collector such person shall in like . 
manner make a return as to such part of the gross estate. The Commissioner 
of Internal Revenue shall make all assessments of the tax under the authority 
of existing administrative special and general provisions of law relating to the 
assessment and collection of taxes. 

Sec. 206. That if no administration is granted upon the estate of a decedent, 
or if no return is filed as provided in section two hundred and five, or if a 
return contains a false or incorrect statement of a material fact, the collector 
or deputy collector shall make a return and the Commissioner of Internal 
Revenue shall assess the tax thereon. 

Sec. 207. That the executor shall pay the tax to the collector or deputy co l- C^-c-e-. 
lector. If for any reason the amount of the tax can not be determined, the U^.^ j^^ 
payment of a sum of money sufficient, in the opinion of the collector, to dls- y f 
charge the tax shall be deemed payment in full of the tax, except as in this ^^ . 
section otherwise provided. If the amount so paid exceeds the amount of the 
tax as finally determined, the Commissioner of Internal Revenue shall refund 
such excess to the executor. If the amount of the tax as finally determined 
exceeds the amount so paid, the commissioner shall notify the execi^tor of the 
amount of such excess. From the time of such notification to the time of the 
final payment of such excess part of the tax, interest shall be added thereto at 
the rate of ten per centiun per annum, and the amount of such excess shall be 
a lien upon the entire gross estate, except such part thereof as may have been 
sold to a bona fide purchaser for a fair consideration in money or money's - 
worth. :DMfiut:tt 

The collector shall gra nt to the p erson paying the tax duplicate receipts, ^__ //^ 
either of wmcn snail b^ ijUlllt'iunl evidence of such payment, and shall entitle"''^^^^^^^^^ 
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the executor to be credited and allowed the amount thereof by any court haying 
jurisdiction to andit or settle his accounts. 

Sec. 208. That if the tax herein imiwsed is not paid within sixty days after 
It is due, the collector shall, unless there is reasonable cause for further delay, 
commence appropriate proceedings in any court of the United States, in the 
name of the United States, to subject the property of the decedent to be sold 
under the judgment or decree of the court. From the proceeds of such sale the 
amount of the tax, together with the costs and expenses of every description to 
be allowed by the court, shall be first paid, and the balance shall be deposited 
according to the order of the court, to be paid under its direction to the person 
entitled thereto. If the tax or any part thereof is paid by, or collected out of 
that part of the estate passing to or in the i)ossession of, any person other than 
the executor in his capacity as such, such person shall be entitled to reimburse- 
ment out of any part of the estate still undistributed or by a just and equitable 
contribution by the i)ersons whose interest in the estate of the decedent would 
have been reduced if the tax had been paid before the distribution of the estate 
or whose interest is subject to equal or prior liability for the payment of taxes, 
debts, or other charges against the estate, it being the purpose and intent of 
this title that so far as is practicable and unless otherwise directed by the will 
of the decedent the tax shall be paid out of the estate before its distribution. 

Sec. 209. That unless the tax is sooner paid in full, it shall be a lien for ten 
years upon the gross estate of the decedent, except that such part of the gross 
est ate as is used for the payment of charges against the estate and expenses of 
its administration, allowed by any court having jurisdiction thereof, shall be 
divested of such lien. 

If the decedent makes a transfer of, or creates a trust with respect to, any 
property in contemplation of or intended to take effect in possession or enjoy- 
ment at or after his death (except in the case of a bona fide sale for a fair 
consideration in money or money's worth) and if the tax in respect thereto is 
not paid when due, the transferee or trustee shall be personally liable for 
such tax, and such property, to the extent of the decedent's interest therein at 
the time of such transfer, shall be subject to a like lien equal to the amount of 
such tax. Any part of such property sold by such transferee or trustee to a 
bona fide purchaser for a fair consideration in money or money's worth shall 
be divested of the lien and a like lien shall then attach to all the property of 
such transferee or trustee, except any part sold to a bona fide purchaser for a 
fair consideration in money or money's worth. 

Sec. 210. That whoever knowingly makes any false statement in any notice 
or return required to be filed by this title shall be liable to a penalty of not 
exceeding $5,000, or imprisonment not exceeding one year, or both, in the dis- 
cretion of the court. v 

Whoever fails to comply with any duty imposed upon him by section two 
hundred and five, or, having in his i)ossession or control any record, file, or 
paper, containing or supposed to contain any information concerning the estate 
of the decedent, fails to exhibit the same upon request to the Commissioner of 
Internal Revenue or any collector or law officer of the United States, or his duly 
authorized deputy or agent, who desires to examine the same in the performance 
of his duties under this title, shall be liable to a p«ialty of not exceeding $500, 
to be recovered, with costs of suit, in a civil action in the name of the United 
States. 

Sec. 211. That all administrative, special, and general provisions of law, in- 
cluding the laws in relation to the assessment and collection of taxes, not here- 
tofore specifically repealed are hereby made to apply to this title so far as 
applicable and not inconsistent with its provisions. 



Digitized by VjOOQ iC 



Sic. 212. That the Commissioner of Internal Revenue, with the approval of 
the Secretary of the Treasury, shall make such regulations and prescribe and 
require the use of such books and forms as he may deem necessary to carry out 
the provisions of this title. 

♦ ♦ ♦ ♦ • ♦ ♦ 

Sec. 902. That unless otherwise' herein specifically provided, this act shall 
take effect on the day following its passage, and nil provisions of any act or 
acts Inconsistent with the provisions of this act are hereby repealed. 

Approved, September 8, 1916. 



><^ 
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REGULATIONS NO. 37, GOVERNING THE COLLECTION OF ESTATE 
TAX UNDER THE ACT OF SEPTEMBER 8, 1916. 



Treasury Department, 
Office of Commissioner of Internaij Revenue, 

Washington^ D. C, October 10^ 1916. 

Transfers of net estates taxable where decedent died after September 8, 1916. 

Article I. Title II of the revenue act of September 8, 1916, levies 
a tax upon the transfer of net estates of decedents dying after the 
passage of the act — ^i. e., on or after September 9, 1916^ — whether the 
decedent be a resident or a nonresident of the United States. 

Territory for tax levy — United States defined for purpose of this tax. 

Art. II. The United States is defined (sec. 200) as including 
continental United States, Alaska, and Hawaii. The tax is not 
imposed in Porto Rico or the Philippine Islands, but, under the 
definition in the title, the property in the United States of deceased 
residents of the islands is taxable as the property of nonresidents. 

Exemption of $50,000 for estates of residents. 

Art. III. The rates of tax are set forth in section 201. In the 
case of the estates of all residents an exemption of $50,000 is allowed 
in determining the value of the net estate. But in the case of non - 
residents' estates, no exemption is allowed, the only deductions from 
the gross estate being a certain proportion of such charges and losses 
as are allowed estates of residents. (See Art. IX.) * 

THE GROSS ESTATE. 

Gross estate defined — ^Property in charge of executors. 

Art. IV. The gross estate of a decedent, as defined in section 202, 
includes : 

(1) The entire estate of every kind, real, personal, and mixed, 
tangible and intangible property, coming into the hands of execu- 
tors or administrators, or such as would legally finrnp. in|,n j^mv 
charge if executors or administrators were appointed, and which 
property would be subject to charges against the estate, expenses of 
administration^ and distribution to the heirs or legatees. This woxdd 
include insurance, not payable directly to a beneficiary named in the 
insurance contract, but passing as a part of the administered estate. 
It would include also the good will of claimant's business, if such 
good will possessed an actual monetary value. It includes, of course, 
real estate passing directly to heirs without the intervention of ad- 
ministrators. ► 

(8) 
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Property transferred by deed of trust, gift, or sale ; when to be included in gross estate. 

(2) All property transferred by decedent during liis lifetime, but 
in contemplation of, or intended to take effect, at his death. This in- 
cludes not only property transferred by an instrument effecting a 
final disposition at the transferor's death, but transfers of any kind, 
including gifts and sales that were not bona fide — ^i. e., made for an 
adequate ccnsideraticn in money or money's worth — where it can be 
established that such transfers were made in contemplation of death. 
The law provides not only that all such transfers of any portion of 
decedent's property shall be included in the gross estate, but that 
all such transfers of material value made within two years prior to 
death shall be presumed to have been made in contemplation of death, 
and the burden of proving that they were not made in such con- 
templation and securing their exemption from tax is placed upon 
the beneficiary. Wherever, therefore, a collector or agent shall have 
knowledge of such a gift, " sale," or other transfer he shall require 
that it be returned as a part of the decedent's gross estate. All execu- 
tors and administrators having knowledge of such transfers as are 
described in this paragraph are required by the law to set forth the 
facts upon their return of the estate (Form 706). 

Investigation of transfers made more' than two years prior to decedent's death. 

If, in the case of transfers made more than two years prior to 
decedent's death, the executors or administrators shall not include 
the value of the transfers upon the return of the estate, collectors 
shall not add such value to the gross estate until a thorough investi- 
gation has been made, all the facts have been ascertained, and the 
collector shall have satisfied himself that the transfers were actually 
made with the view of providing for the beneficiary after or because 
of decedent's death. 

** Material " transfers made within two years prior to death required to be returned. 

In the case of transfers made within two years prior to decedent's 
death, it should be noted that if such transfers were made in contem- 
plation of death they are to be included in the gross estate regardless 
of their value. I t is only where the value is a '' material part " of 
decedent's whole estate that the presumption is that they were mad e 
i n contemplation of death. Where, therefore, an executor has made 
return and the collector finds that transfers of material value made 
within two years prior to decedent's death have been omitted, the 
collector shall require the executor to amend the return by including 
such transfers in the gross estate, unless the executor shall file con- 
clusive evidence that the transfers were not made in contemplation 
of death. 

Property owned Jointly. 

(3) Decedent's share in joint bank accounts or in any other prop- 
erty owned by decedent jointly with another or with others as tenants 

65781**— 16 2 
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in entirety. Only such part of such property as can be shown never 
to have been owned by the decedent can be excluded from his gross 
estate. 

Gross estate where there is no executor. 

Abt. V. In the case of property of a decedent whose estate has no 
executor or administrator, all the property and interests of the de- 
cedent, including the interests described in paragraphs. 2 and 3 above, 
will be aggregated to determine the gross estate. (See Art. XVII.) 

Situs of stock, etc., owned by a nonresident 

Abt. VI. In the cases of nonresident decedents, stock owned in a 
domestic corporation is to be treated as a part of the gross estate in 
the United States, Hawaii, or Alaska. Also such property and inter- 
est of a nonresident decedent as are described in paragraph 2 of 
this article are to be treated as part of the gross estate in the United 
States, Hawaii, and Alaska, if their situs was the United States, 
Hawaii, and Alaska, either at the time of making a transfer thereof 
or at the time of decedent's death. 

Income and appreciation not Included in the gross estate. 

Art. VII. This article as originally published in T. D^'2378 is 
hereby revoked, in accordance with an opinion of the Solicitor of 
Internal Eevenue, dated November 9, 1916, sustained by an opinion 
of the Attorney General, dated November 29, 1916, each opinion 
holding that the gross estate must be computed upon values at the 
time of death of decedent and that income after death and apprecia- 
tion in values during administration are not to be returned for taxa- 
tion^ Internal revenue oflScers will be governed accordingly in mak- 
ing investigations. 

THE NET ESTATE. 
Residents' net estates — ^Deductions from the gross estate — ^Funeral expenses, etc 

Art. VIII. From the gross estate, determined as set forth in Arti- 
cles IV to VII above, certain deductions are allowable, as follows : 
In the cases of estates of residents — 

(1) Fimeral expenses. 

(2) Legitimate administration expense. 

(3) Valid claims against the estate. 

Mortgages. 

(4) Mortgages against decedent's property, but only such mort- 
gages as were existent and unpaid at the time of decedent's death. 
If in returning the gross estate only the net value to the estate of 
the mortgaged property is reported, the value of the mortgages can 
not be deducted, as, obviously, this would effect a double deduction. 

Losses. 

(5) Losses of the estate arising during the legal period of admin- 
istration and caused by fires, storms, shipwreck or other una void- 
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able accident, or by theft. Only the net loss, after all compensa- 
tions from insarance or otherwise have been credited can be deducted. 

Support of dependents. 

(6) Support of decedent's dependeiits during the legal period of 
administration. This can not be an arbitrary estimate, but must b e 
limited to the amount actually paid by the executors or admmis- 
U'ators to sucn persons as were dependent upon the decedent for 
support at the time of decedent's death. 

other legal charges — Exemption of $50»000. 

(7) Such other legal charges against the gross estate as may be 
allowed in a court of competent jurisdiction. 

(8) The specific exemption of $50,000. 

Nonresidents' net estates. 

Abt. IX. In the case of estates of nonresidents : 

(a) From the gross estate situate in the United States, Alaska, 
and Hawaii, determined in the manner set forth in Articles IV to 
VII, there may be deducted a proportionate share of all the expenses, 
losses, and charges enumerated in item 1 to 7, Article VIII above, 
equal to the share the whole gross estate in the United States, Alaska, 
and Hawaii is of the entire gross estate wherever situated. 

Exam/pie: If the total gross estate wherever situated is $1,000,000, 
and the share in the United States, Alaska, and Hawaii is $100,000, 
and if the total legal expenses, charges, and losses is $50,(AX), the 
share deductible from the gross estate within the United States, etc., 
is $5,000. A synopsis of the correct return would read : Gross estate, 
$100,000; legal deductions, $5,000; net estate, $95,000; tax due, 
$1,400. 

No exemption. 

(6) The exemption of $50,000 to be taken in determining the net 
estates of residents does not apply, and no part of it applies, to the 
estate of a nonresident. 

No deductions if return is incomplete. 

(c) Furthermore, the law specifically provides (sec. 203) that if 
any deductions whatever are to be allowed from the gross estate of 
a nonresident decedent, the return filed by the executor or adminis- 
trator must show not only the value of the gross estate situated in the 
United States, Hawaii, and Alaska, but also the value of aU the 
property and interests, wherever situated, of the decedent. 

THE 80-DAY NOTICE. 

Abt. X. In cases of estates in the hands of executors and adminis- 
trators, the act requires — 

Eixecutors to file notice of appointment. 

(1) That within 30 days after the issuance by the court of letters 
testamentary or letters of administration a formal notice of such 
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issuance be filed by the executors or administrators with the collector 
of the district in which decedent was a resident at the time of his 
death. 

other persons taking possession of decedent's property to file notice. 

(2) That any person coming into possession, prior to the issuance 
of letters to executors or administrators, of any property of the 
decedent, shall, within 30 days from the day of acquiring possession, 
file a similar notice with the collector. 

Donees* and transferees' — Similar notice required. 

(3) The law contemplates also that all persons who shall have 
received within two years prior to the death of the decedent any 
material part of decedent's property, either as a gift in contempla- 
tion of death, or by a transfer intended to take legal effect at de- 
cedent's death, or by a so-called sale which was not a bona fide sale 
for a fair consideration in money or money's worth, should file a 
similar notice with the collector within 30 days after the death of 
decedent. This is clearly indicated by section 202, paragraph B, 
of the act, wherein, for the purpose of tax liability, such gifts, trans- 
fers, and "sales" are held effective in every case as of the day of 
the donor's or transferor's death. With the notice to the collector, 
the donee or transferee may file such evidence as may be desired 
to establish whether the gift or transfer was in contemplation of, 
or intended to take effect at, the donor's or transferor's death, or 
whether the sale was bona fide. 

Duty of beneficiaries where there is no executor. 

(4) In the cases of estates where no executors or administrators 
come at any time into charge of the property, the burden of filing 
the 30-day notice is placed by the law upon the individual bene- 
ficiaries. Each such beneficiary having reason to believe that the 
total property of the decedent exceeds the gross value of $60,000 or 
the net value of $50,000 must file the 30-day notice with the collector 
within 30 days after coming into possession of any portion of the 
property. 

Where notice for nonresidents' estates shall be filed. 

Art. XI. In the cases of the estates of nonresidents the above set 
forth requirements apply fully, except that the collector with whom 
any notice is to be filed is the collector in whose district the property 
liable for the tax is situated. If such property is located in more than 
one district, the notice is to be filed with the collector at Balti- 
more, Md. 

Collectors to inform executors as to beneficiaries. 

Art. XII. Whenever a collector, in the case of a given estate, re- 
ceives the notice from a beneficiary and there are executors or ad- 
ministrators acting, he shall promptly inform the executors or ad- 
ministrators of the beneficiary's name and address, in order that the 
executor or administrator, in compliance with the provisions of sec- 
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tion 205, may ascertain such facts with regard to the property pos- 
sessed by the beneficiary as the executor or administrator is required 
to show upon his return. 

Executors or administrators will render this notice on Form 704. 
Beneficiaries will render the notice on Form 706. 

The return. 

Betnm to be nuule within one year after decedent's death — Tentative return may be made. 

Art. XIII. A return of the gross and net estate must be filed with 
the collector by the executor or administrator within one year after 
decedent's death and before distribution or tax payment is made! 
The return must be upon Form 706 and all information called for 
upon the blank return must be giyen. If the administration of the 
estate is in such incomplete condition that correct information as to 
the value of the net estate can not be given, a tentative return may be 
filed showing an estimate of the gross and net estate, and the tax 
due, and such estimated tax may be paid at the time the return is 
filed. Where a tentative return has been filed a final and complete 
return must be made on or before the date of final payment of the 
tax in full. Wherever there is a partial payment of tax in advance a 
tentative return must be filed before the collector will accept the 
partial payment. The return must be made and filed with the col- 
lector in duplicate, one copy to be retained by the collector and one 
forwarded by him to the commissioner. 

When estates of residents are not required to file notice or retam. 

Art. XIV. In the case of the estates of residents neither the 30- 
day notice nor the return can be required, except where the gross 
estate, as defined in Articles IV to VII above, exceeds $60.000, or the 
net estate, computed in accordance with Article VIII above, exceeds 
$50,000. Wherever either of these conditions exists the 30-day n otice 
and tke return must be filedT 

Every nonresident's estate liable for notice and return. 

Akt. XV. The return and 30-day notice are required of the estate 
of every nonresident leaving property within the United States, 
Alaska, or Hawaii, regardless of the amount of property so left. 

When beneficiaries mast file notice and retnm. 

Art. XVI. In the case of estates having no executors or adminis- 
trators, or where any part of the gross estate as defined in Articles 
IV to VII above p asses other than in charge of executors or adminis- 
trators, the act places upon the separate beneficiaries the precise 
duties with regard to the filing of the 30-dav notice and the return 
and the pay ment of tax that are otherwise imposed on the executors 
a nd administrator s! Each such beneficiary is as fully liable to all 
the penalties provided in the act as is the executor or the adminis- 
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trator. Where the property is held for the beneficiary by guardians, 
trustees, or fiduciaries, the 30-day notice and the return may be exe- 
cuted by such representatives of the beneficiary. 

Collectors to make final return where there is no executor. 

Art. XVII. Each beneficiary making return for any part of the 
estate is required by the law to give all the information^ possible 
regarding any part of the estate. The final and complete return, in 
cases where no executor or administrator acts, will be compiled by 
the collector from the several returns of the individual beneficiaries. 
After having determined in this manner the total gross and net 
estate, the rate of tax, and the proportionate amount due from each 
beneficiary, the collector shall notify each beneficiary accordingly, 
and will enter upon the assessment list the amoimt of tax appor- 
tionable to each. 

When false return is filed. 

Akt. XVIII. Where a return is materially false or incorrect, or 
where no return is filed, the collector or his deputy, after investiga- 
tion, shall make the return and the commissioner shall assess the 
tax thereupon. 

Cooperation of collectors. 

Art. XIX. Whenevpr a beneficiary files with the collector in whose 
district he resides a notice of the receipt of property which discloses 
that the decedent was resident at the time of death in another col- 
lection district, the collector receiving the notice shall forward it to 
the proper collector and shall promptly inform the beneficiary as to 
the collection district in which return is required to be made and 
tax paid. 

Where return of nonresidents' estates are to be filed. 

Art. XX. In the cases of the estates of nonresidents the above 
set forth requirements apply fully, except that the collector with 
whom the notice or return is to be filed is the collector in whose dis- 
trict the property liable for the tax is situated. If such property is 
located in more than one district, the notice or return is to be filed 
with the collector at Baltimore, Md. 

PENALTIES. 
$5,000 penalty for false statement. 

Art. XXI. Two separate penalties are provided in connection with 
the 30-day notice and the return : 

(1) For a false statement knowingly made in a notice or return the 
penalty is a fine not to exceed $5,000, or imprisonment not exceeding 
one year, or both. 

$500 penalty for failure to file. . 

(2) For failure, whether through neglect or otherwise, to file the 
notice or the return at the times required, a penalty of not exceeding 
$500, to be recovered, with costs of suit, in a civil action in the name 
of the United States. 
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PAYMENT OF TAX. 



Tax due one year from day of decedent's death — 5 per cent discount for advance payment. 

Art. XXII. Section 204 provides that the tax is due and payable 
one year from the day of decedent's death. Discount at the rate of 
6 per cent per annum is allowed for payment in advance. Thus, if 
the tax is paid two months before the due date, a discount of one-sixth 
of 5 per cent of the total tax shoVn by the return as due is allowed. 

Suit for taxes 60 days overdue. 

Art. XXIII. The law ftiakes two provisions with regard to taxes 
delayed in payment beyond the due date : 

(1) Where the delay exceeds 60 days beyond the due date, if the 
collector has reason to believe the payment is being arbitrarily with- 
held, or the Government is in danger of loss thereby, he shall report 
the facts to the commissioner, and, with the approval of the commis- 
sioner, he shall then proceed, in accordance with section 208, to report 
the facts to the United States attorney in order that action may be 
brought to subject the property of the decedent to be sold under judg- 
ment of the United States court. 

Interest at 10 per cent or 6 per cent on tax 90 days overdue. 

(2) Where the tax is delayed in payment more than 90 days after 
the due date interest begins to run at the rate of 10 per cent per annum 
and is computed from the day of the decedent's death to the day of 
payment. Provision is made, however, that if after investigation the 
coUector determines the cause of the delay to be unavoidable, either 
because of necessary litigation or other condition beyond the control 
of those responsible for the payment of the tax, and the true tax can 
not, therefore, be determined, the interest shall be at the rate of 6 
per cent instead of 10 per cent per annum, running, nevertheless, from 
the date of decedent's death. 

Duplicate receipt. 

Art. XXIV. The tax may be paid to the collector or his deputy. 
The collector will issue a receipt in duplicate. 

When advance payment relieves from interest. 

Art. XXV. Where prior to final settlement of an estate the col- 
lector has accepted a tax payment which he deems sufficient fully to 
cover the estate's liability, such payment shall relieve from the accru- 
ing of further interest until such time, if ever, as it may be deter- 
mined that the payment was insufficient. The collector shall then 
notify the persons liable for the additional tax, and interest at the 
rate of 10 per cent per annum shall run upon the due tax from the 
date of the collector's notice and demand until the date of payment 
of the entire additional tax due. 
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Tax to be paid before distribution of estate. 

Ajrt. XXVI. It is provided in the law (see sec. 208^ that in eve ry 
case, except where a valid will of a testator provides otherwise, th e 
tax shall be paid from the corpus of the estate bv the executors or 
administrators before distribution to beneficiaries is made. 

Lien for 10 years. 

Art. XXVII. Any unpaid amount of tax due is a lien for 10 years 
upon all the property of the decedent. Under certain conditions out- 
lined in section 209 the lien may attach to the property of a trustee 
or transferee of decedent. 

ADMINISTRATION PROVISIONS. 
Powers of Investigation — Collectors, agents, etc. 

Art. XXVTII. Under section 210 of the act the commissioner, or 
any collector or law oflScer, or his authorized deputy or agent, has 
authority to examine any record, file, or paper containing, or sup- 
posed by the official to contain, any information concerning the 
estate of a decedent. Eefusal to exhibit, upon the official's request, 
any such record, file, or paper renders the person having custody of 
the same liable to a penalty of not exceeding $500, recoverable, with 
costs, in a civil action in the name of the United States. 

Before, however, proceeding to report any such case to the United 
States attorney, the collector or agent should submit all the facts to 
the commissioner for advice. 

Assessment, etc. 

Art. XXIX. The present regulations No. 1 will apply to methods 
of assessment and collection for the time being and until experience 
shall have demonstrated whether specific rules for the assessment 
and collection of this tax are required. 

Claims. 

Art. XXX. The present regulations regarding ab atement and re- 
fiiTi( ^ clflims will also apply] Attention is callea. However, lo rhe 
provision of section 207, that where a tentative payment of tax is 
made, sufficient in the judgment of the collector at that time to cover 
all tax liability of the estate, and later it is found that there has 
been an overpayment, refund of the excess shall be made. This 
would apply regardless of whether the claim were filed within two 
years of date of tax payment. 

W. H. OSBORN, 

Corrmiissioner of Internal Revenue. 
Approved : 

Wm. p. Malburn, 

Acting Secretary of the Treasury. 
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